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TO PITITIONS "OR RICONSIDIRATION

Instructional Telecommunications Foundation, Inc. (ITF) hereby opposes

the following aspects of Petitions for Reconsideration filed in the above-

captioned proceeding.

I. The Commission Should Not Grant Blanket MMDS or ITFS Authorizations.

In its Petition for Partial Reconsideration, Bell Atlantic (BA) requests

that BTA winners be granted blanket authority to build MMDS facilities on MMDS

channels, and, if the BTA winner leases excess capacity on an ITFS system,

ITFS channels as well.!

With respect to MMDS channels, BA requests that the Commission dispense

with "long form" applications for BTA winners and substitute a highly

streamlined process based upon BTA-wide "blueprints" for MMDS facilities and a

post-installation certification procedure. 2 While BA argues that such a

system would reduce processing burdens on the Commission, BA fails to take

Bell Atlantic Petition for Partial Reconsideration, pp. 2-3.

Id., pp. 3-10.
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into account that the purpose of the licensing process is not to minimize

paperwork but rather to insure that the public's access to wireless services

is not compromised by interference, Since the inception of the MMDS service,

the Commission has accomplished this purpose through what SA refers to as

"long form" applications thousands of wh 1 c:,hi, t has processed through methods

that include proceduraL checks and bal anC~f:

entities to file petitions to deny.

Including the ability of affected

In reality" "long-form" applications do not diminish the rights accorded

to BTA winners, since che same interference protection standards would apply

regardless of the means by which the COmmJSSI0n issues authorizations.

However, long-·form applications do increase :3afeguards against interference,

as they allow full participation by all affected parties.

Long-form applications also allow ITFS :i icensees to modify their

facilities during the process of a BTA bUlld out, and to protect the modified

facilities from interference. Apparentl"J under BA's proposal, an ITFS system

would not be able even t.O protect new school receive sites from interference

once a blanket authorization had been issued since those new sites could not

have been included in the original blueprint

BA argues that the PCS service)ffen3 'I precedent for the streamlined

processes which it advocat.es, and, indeej PCS does offer a case in which the

Commission has auctloned partially-encumbered spectrum. However, BA omits to

mention that the Commission's PCS Rules Include substantially greater

safeguards against interference that does_BA,' s proposal.

Under Section 24 _237, which BA:'itP3 in footnote 4 of its Petition, PCS

licensees are required to coordinate the c frequency usage with co-channel or

adjacent channel incumbents. Coordinat i, <n wi th incumbents - - -presumably

BA also argues that the blueprint model is desirable in that it "would
get all existing licensees involved in the processing right away." Id., p. 9.
To the degree that ITFS educators -especially those without the backing of
wireless cable lessees- -do not get involved right away, however, harmful
interference could be the result of such "streamlined" processing.

Id., p. 7.

Id.
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including individualized notification and consultation---must occur before the

PCS operator is allowed to initiate operations from any base station. The

Commission adjudicates disputes when coordination fails

In contrast to the PCS Rules, BA's proposal involves no notification of

or consultation wit_h affec1:ed incumbent.s. a.I1C gives them no occasion to

participate other than during considerati'm cf the BTA·-wide blanket

application. The fact is that the PCS Ru~es bear a greater resemblence to the

safeguards of the "long- form" appLicat lon process than BA' s streamlined

system, which, followin~ issuance of a blanket authorization, converts the BTA

winner into something approaching its own Fer

BA makes an even more erroneous rec::lmmendation when it suggests that if

a BTA winner leases excess ITFS capacity, the rTFS licensee should be accorded

a blanket right to construct additional ITFS facilities within the BTA. BA

points out that when a BTA. winner leases MMD:=: airtime, the MMDS station is

accorded a BTA-wide PSA, whereas more limlted interference protection is

available when a BTA winner leases exceSE 'TFS capacity.

BA ignores the essential fact t.hat MMDS and ITFS are completely

different services "vi th radically different" purposes. Unlike MMDS, ITFS is a

primarily educational service. ITF'S Eac:i it les are thus to be constructed

primarily to serve educati.onal ends _ The fact that an ITFS licensee leases

excess capacity to a BTA ,,,inner does not ~::1herently mean that it possesses an

educational need to serve sites throughout: the BTA. Even more significantly,

other educational entities should not have their ability to secure ITFS

spectrum reduced simply because one ITFS Licensee signs a commercial agreement

with a BTA winner

In distinct opposition to BA's approach ITF believes that a BTA winner

should be accorded rights to both MMDS and :rTFS spect:rum based solely upon the

35-mile PSAs of licensed facilities obtained through long-form applications.

In our Petition for Reconsideration, we iocumented that other approaches to

rd., pp. 10

rd., p. 11
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licensing and PSA protection produce devast.at ing consequences for ITFS

service. In line with our reliance on 35 miLe PSAs, however, we agree with

BA, Trans Video Communi cat :.ons, and the WI re less Cable Association

International (WCAl) that when an ITFS fa(,llity is located near a BTA boundary

and a BTA winner leases its excess capacity the BTA winner's commercial

programming should be accorded a full 35 -mile protected service area.

II. The Commission Should Insure that Educational Entities Remain Able to

Gain Access to ITFS Spectrum for the Purpose of Establishing New ITFS Systems.

In its Petition, 'ii/CAl accurately po nU out: that the system of PSA

protection which the Commi ssion estabJ ~i shed n t.he above-captioned proceeding

threatens the ability of lTFS licenseeE: t modify their transmission

facilities. lTF believes that WCAl sho~ d ,ave taken the logical next step

in pointing out that these same consideratIons also threaten the ability of

educators to gain access to new lTFS faci, t es.

Pacific Telesis Enterprise Group and::',-oss Country Wireless (PTE/CCl

submit joint comments whlch, while somewhat ~mbiguous, call into question the

principle that educators s:hould be able t gain access to new ITFS spectrum.

PTE/CC states that with "protected service areas having been fixed, the

potential bidders can ascertain the exten' tJ which the MDS spectrum is

encumbered and better place an appropriate market value on the BTA." A

footnote in the PTE/CC Petition establishes that PTE/CC is not referring only

to fixing the PSAs ::>f MMDS incumbents, SInce it refers to analyzing "all

existing and proposed ITFS and MMDS stat 'ms.

It is true that unless educators a'-e barred from establishing new ITFS

stations, prospective bidders for ETA spectrum will be deprived of some

See ITF's Petition for Partial Reconsideration and Clarification, pp.
4-6.

For a discussion of this issue, see, for example, WCAl's Petition for
Reconsideration and Clarification p 20

Id., pp. 25 ,7.

PTE/CC Petition for ReconsideratIon and Clarification, p. 4.

Id., footnote 4.
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certainty. However, in its Report and Order r.he Commission did not enunciate,

and ITF believes that it did not intend, '" wholesale reassignment of ITFS

spectrum to commercial purposes.

ITF urges the Commission, in the most. vigorous terms, to reconsider

those aspects of its BTA auction Rules whJ ch ~:,ould lead to a de facto

reallocation of educationa: ITFS spectrum ::0 commercial ends.'

III. The Commission. Should Rescind BTA Wlnners' Right of First Refusal to

Lease ITFS Capacity, a Policy Which Undermj,ne.e... the Integrity of the ITFS

Service.

ITF was gratified see the number of petitioners which opposed the

Commission I S granting BTA vvinners a right:,f first refusal to lease ITFS

spectrum. Certain petitioners raised significant questions concerning the

constitutionality of this provision, and th" manner by which it was adopted

without the opportuni ty for public ,::ommen' ( J n contravention of the

Administrative Procedures A.ct. I However, none of these numerous other

petitioners fully analyzed the threat to TTFS posed by the likelihood that

unscrupulous "boiler room" bidders might .<II.ID BTAs, especially those BTAs

thought to be undesirable due to their highl'? encumbered spectrum. 1

Two articles published within the last eight days establish that the

threat of "boiler room" operations is not merely a remnant from an earlier

period in the wireless cable industry

immediate threat.

Rather, this type of abuse remains an

The attached article from the September 4, 1995 edition of Multichannel

News, for example, reports the recent COD'T c~i on of George Nicholas Riggle, a

See ITF Petition, p. 6, for a discussion of the pertinent aspects of
these Rules.

By ITF's count, all but one petit loner opposed this policy.

Petition for Reconsideration fih,dby Schwart.z ( Woods & Miller, pp.
5-8.

WCAl Petition, pp. 3-6.

Which is not to say that no other pleadings raised this issue. See,
for example, the Petition for Reconsideration and Clarification filed by the
Area Commission of Greenv:L11e Technical Call ege et al, p. 4.
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wireless cable seamster. In this very recent article, an enforcement official

warns that "bogus companies are springing up nationwide in hopes of bilking

investors looking to invest in the informat ',on superhighway."

Yesterday's issue of Forbes magazinE 'on1~ains the attached profile of

one Marcus Dalton, a man who has been ,'3.cc1.ised of extensive involvement in

"boiler room" operations Mr. Dalton remalns at large, and there is no

suggestion that he or his compatriot.s haVE beer: put out of business.

Respectfully submitted,

INSTRUCTIONAL TELECOMMUNICATIONS
FOUNDATION, INC.

Dated: September 12, 1995

By:

Estrella, Joe, "MMDS' 'Boiler Room' Operator Convicted," Multichannel
News, September 4, L99S, p. 6.

Meeks, Fleming, "The Grifters" PorbeE' September 11, 1995, p. 138.
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6 Multichanllel News
Septemher 4, 1995

AWlS' 'Boiler loom'
Operator Convicted

Vic Hei,.hmiln, who prosecuted
till' casr,

Riggl(' was sentenced to 90
days in Denver County Jail and
100 hou rs of community service.
He must pay $32,000 in rpstitu
lion to three ITlVest{lrS, and he al
so received a three-Y<lar sus
pended prison t.erm, if he com
pletes a six-year probation.

Ifs est.lInated that Riggle's
scam raised III excess of
$500,000, mostly from investors
rm/side ('Idorado Howevpr. an-

other half~dozen independent of
fices were known to bave sold in
terests III Parkersburg Wireless,
pllshin~ tlw national total to
about $1: million, Reichman
added,

The Securities and Exchange
Commission did manage to seize
some Inf<llPch assets and expects
that inveR/ors will get back 20
cents for each dollar invested.

When state officials raided In
til/echo t flPy discovered Riggle's
s/aiT "sltting there, smiling and
dialing r and I reading from tele
marketi ng scriptR," Fagin said.

( ':olonldo athJrney general Gale
Norton and Fagin wlmt after Rig
gle, eVf'll though most state offi
cials shy away from cases that
don't ifll"olv(' m-state victims.

In most states, "If they don't
have eVI m-stat.e victim, ifs 'have
a niet· day ...· r~eichman said.

}i'agin warned that other bogus
companies are springing up na
tionwide in hopes of bilking in
vestors looking to invest in the
information superhighway.

"It's the fraud of the decade,"
he sai(1 -MCN

Riggle was selling line
of-sight technology
in the mountains.

By JOE ESTRELLA_. -~-~_ ..~~_._. __._.-. ..

DENVER - A Denver District
Court has handed down what
may he the first conviction in
volving the sale of unregistered
securities tied to the wirell'ss ca
hIe television indm;t.ry.

George Nicholas R.iggle, fi:~,

was convicted under the Col
orado Securities Act of using un
licensed sales representatives to
sell unregistered securities.

Riggle's sales reps preyed on
investors nationwidp with
promises of finanCial re
wards tied 10 til(' "un
tapped" growth 111 11w wire
less cah1P industrv

Opel'ating under the
name Infotech, Riggle's
agents sold umts in Park
ersburg Wireless Cahle Ltd,
Liability Co. a Nevada
based outfit supposl,dly raising
funds to hid on wireless licenses
being auctiOlwd by the Federal
Communications Commission.
Each unit cost $5,000, and in
vestors were requ ired to buy a
minimum of two units,

"It was basically a 'boiler room'
operation for churning out com
missions, and ti,r the promoter to
take in fimdE-< with almost no reo
alistic econornlC chance ofmak
ing a go of the ven1.lII-e," said Phil
Fagin, cOlmniE-<siolWr of the Col
orado Oivi"I1"1 I Ii Securities
(CDS).

Fagin said Riggle's staff ne
glected to nwntion that Parkers·
burg WirelPss was proposing to
build its systpm in a mountain
ous area ofWes/ Virginia

"Expert witlH'sses t.estified /hat
it would be :m unprofitable placr'
to use line-of~slght lPchrwlogy."
Fagin said

Testimony also rl'vealed that
50 percent of t Iw money put up
by investors wen1 to the sales
representa11VPs, with most ofthp
rest absnrbpd hy feps, said Col
orado assisj:lI1t :lItnnwv genenli



The information age is breeding a new sort of seamster.
They put penny stock operators to shame.
Meet Marcus Dalton

The

By Fleming Meeks

13X

OVER DI0JNER ,H Sam & Harry's res·
taurant in Washington, D.C., twO
masters of the art ofseparating people
from their money were tfading waf
stories. Plump Jnd tanned, a beaming
Marcus l),llton told IllS companion,
Pendleton \Vaugh, how he once ob·
tained a list of Alzheimer's patients.

"He had his salesmen call them and
talk to them li>r a while like they knew
them," recalls Waugh of the dinner
three years agu. "Then the salesmen
would call back a secund time and
spring them with, 'Where's that
$5,000 you said you \vere going to
send me?' Marcus thought that was
hilarious," says Waugh.

Waugh is now in ,1 kderal prison fi)r
conspiracy to launder llIoney, bur
Marcus Dalton is still at large and still
separating the unwise and unwary
fjoom their cash. Dalton, 42, a high
school dropout and the son of a lilr·
mer Reno croupier, cut his teeth sell·
ing tax shelters and vacation time·
shares. [n 1975 he pleaded guilty to
forging stolen airline tickets and was
sentenced to 30 days in jail and three
years' probation. It wasn't until the
early 1980s that his telemarketing
skills and lack of scruples became a
winning combination. Dalton discov
ered wireless communications.

Marcus Dalton recalls the discovery
cle.lrly. "In 1983 one of Illy tax she!
ter contacts bn Hight to my ,Htention a
very linle kl)()\\'l1 ccllular licensing
opportunity" The r;eder.ll Comlllu
nications Commission was just begin·
ning to parcel out cellular telephone
licenses by lonery. Dalton jumped at
the opportunity to peddle applica
tions fi)r the cellular lotteries.

Like most scams, these count on
the victim's greed {)\'erulming his
comlllon sense [Jere's.1 hypothetical
encounter betwcen a potential victim
,md the sca 111 salesperson:

The phone rIngs. The salesman asks
you whether vou know how much
money was made by early uwestors in
TV. In cable> In cellular> Vou missed
out, did you? \Vell, don't miss out on
this one. Have you l'Lad that the il:ds
are about to give ,nV,IV licenses Illr
wireless L1hk rv: You have?

Marcus Dalton at the "Wireless Ernbassy"
Two steps ahead of the law.-

hlrhes - September II, 1995
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New Age scamsters

Wouldn't vou like to have a piece of
one of those licenses? We'll prepare an
~1prlication tilr you~engineering re
ports, legal work. \Ne'li point VOII 1()

the best potential markets.
What 'II it cost me?
SeIe 11 thousand dollars.
\Vhat are mv chances)
We'll put \'OU together with a

group OLlbout 60 people. [fwe \\111,

your share could easily he \\'onh
$100,000_ With our conL1cts ,1Ild (Ilil

top-notch engineering studies. \ ('1I

can hard'" lose.
In bet, YOlI can hardly win. In llJ;lny

cases the scamsters' engineering slu,l
ies arc so weJk that the applicatioJl',
are thrown out. In many other c',lses
the licenses have already been grant
cd, and the applicati(~nsimply asks f()r

a pos,siblc waiver-almost lTrLllf1 II'

he rejected.
Then: are numerous vJriatioll, (111

this theme, but you get the idea. It"
penny stock huckstering updated for
the cyberspace age. These arc the
successors of Robert Brennan ,md
Meyer BlindeL

Marcus Dalton was a true piolleer
Under the assumed name of Marcus
Keith, Dalton went to work for Amer
ican National Cellular. This ,IeU\
outfit was founded by a couple ,)t

really shady characters: Earl Scr'1p. ,I

t:lst-huck artist who fled the Counll'\
in 19R5 with $1.2 million of i he
company's cash---aft-er the h:dn,'1i
Trade Commission froze its assets
and Joseph Steingold, who \\TIlI ( ~Il

to serve three years in correction'-II
bcilities fill' his role in the ,:oILlp,r "~I

the Salem Mortgage (:0

140

American \Jatlonal (:ellular was
shut down hv the Fl' In 19R5 fill'
misleading investors ,1S 10 lI1Cir
l.halKes of\\innillg ,\ hens,'

In the decade tiLl! ha" elapsed,
Dalton's til1gerpl"lnts \,\\C heen ,111
'll'er 1ll,lny (.t the higgest I d the /«'

iicense sc,uns Wc'rc :,dkil\~, serious
;\lonev here, in\'e,!or, ,cp.ll.lled li'om
"lose to a h,llfhillion I 'oCl', In \\'IIT
i,cssclhlc I \', specI~lli/.e,,1 I,llchile r,1dio,
'111n.1ct i\'c 1'-. ,1Ild pns, ,n.d \ 01l1nllll11
.-,1Iiol1s svstUllS "lot \('11 till': I U "

lecent IlHl\'l' !() ;lUcti( 'II of! Ihe spec
rrUlll seems 'I) h,1\" SI",\T,IIII(' SC;lIl\

,ters down.
As the scalll m,1IureJ, [),t!II)11 look

.1l1other lcaftrum 1he h.)( IklTillCI1 hI'
Rohert BITllIlan I hHI\IS., /11/1' 17)
He gradu.Hcd linlll t'c'ddling the

Pelidie(1 l' Waugh,
n I (~aven

WI nil dal' pitch
"tF' ;1 wII,'le",c. deal
nn vlC1eo
Is he singing to
the feds to get his
sentence re
duced? "Boy, I
can't comment
on that. But it sure
would be nice to
get out of here."-

scams fiJI' others !f' \ rt ,It 111~', ',,<;lll1S I(l!'

other people til s'.'I1.
A self styled ", 111Sldun," J);1Iton

lives and Ivorks 1/ \\Iut hI' ',1I1s the
"'VVireless Fl1"Ih~I"\, ' In .Iil\ coni em
porarv homc 1)\ nlooktng he Il,lcitic
in Laguna Ik,1l'h, (alii " ,,111 sit at
l11y desk and ,ee jolphil1', ,llld whales
alld sea otters." he br.1p While he
c.:njoys the \ 1,'\\ s. lelepholle working
salespeople ti,) the din \ \\ {1J k till' him
lOW. He has '\ollsultcd" f, I/.lt least a
1alfdozen companies lhal !LI\T come
JIHlcr ,1ttack li'OIlI the I Ii IH'Securi
'Ies & E\ch,mgc ('1 1111111 \~·H)J1 .1Ild
state sccllnt1l'S rcguLl!or'

I)alton is ,·tllI'lys <lilt' '>I [\\'o ,teps
!Tmm'ed fiTl1l1 rhe actllll, I k is never
a principal Tilink Ofl1lt11 .J' ,I p;lCkager
of scams. ! k 1\ ill help I'lIl together
,he deals .1/1,1 .1\'1.';1111\, 'I" I he sales
pitches I Ie I IkC'li .. 1 III ,Jli,l<' top

And what a top! Between 19R9 and
1992 tens of thousands of investors
paid $3,000 to $7,000 each just to
apply for a chance .It the 1'0 wireless
c,1ble lotteries. The prize was ,1 stake ill
.I license to operate cable television
slstems that deliver their signal to
Sll hscribers b\· microwaw. In just
three years the wireless cable applica
ti( In mills t< )ok in sOllle $100 million.

!\n early Dalton "client" was a
S;1lTamel1!O-based outfit called Com
Illunication Engineering & Manage
ment Services. In 19R9 Thomas Ev
,ms was a sales manager at CIA1S, but
Dalton called the shots, "Marcus
stalled my s~1lcs team with these gun
s/ingers ti'om around the nation,"
le,'alls the soft-spoken EYans. "These
guys were as good as I've ever seen on
Ihe phone. They could talk you out of
vour mother." Eventuallv [)alton had
.1 blling-out with (J~ts, owner over
mone\' and moved on,

,'lot was North Miami- b,lsed Ap
plied TelcIlledi;l Engineering & Man
.lgement, or Ateam, run by Anthony
J .iggio. One of l.iggio's previous
companies, First Petroleum Corp. of
America, sold applications for the De
pJrlment of Interior's oil and gas
lotteries in the carll.' 1980s and was
,hut down by the II( in 19R3,

Ateam took in an estimated $12
million from um\ arv invcstors, at
S6,000 an application. Dalton' s cut of
I he actioll was $300 per applicatio!l---
;1 bout $600,000- paid to him as a
rclerral tee fi'om the engineering firm
I h,ll prepared the actual applications.

At the same ti me, Daltoll worked
With Las Vegas-based American Mi
'Totd, which took 111 $17 Illillion fill'
\\lreless cable ~lppli(ations het< )IT the
! 1(' shut it down in 19<)2 !( 11' decep
Ii\T sales pract ices,

FORBES learned a lot about Dal
ton's practices fi-olll Pendleton
\V,1ugh, Dalton's 110\\' jailed !cmner
ulinpatriot.

Slouching his 6-t()ot4 tl'ame into a
heat up chair in the visitors' room at
[>eavenworth's Federal Prison (:amp,
\Vaugh explains that Dalton's trick was
to ;1pplv tin wireless cable licenses that
had already been granted, "I ,lsked
M;lrcus how in the world he could tind
.my markets to flle in when I couldn't
find anv," says VVaugh, a tilrmer seCll'
ril ies lawyer and penny stock operator.
),1Iton C\plained that he \\ould ask tilt'

Forhes • "';<:1'1<:111 her I I, 1995
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New Age scamsters

Boiler room e~oltomies

SELLING phony stocks and
near-worthless license appli
cations isn't all fun arid
games. Listen to this We of
woe from a former Florida
bucket shop operator:

"Think aboUt it. Let's
say you have a 20-rnan op
eration. The phone pill,
you're talking at least
$1,000 a rnan. That's'
$20,000. Then you've got

the crank-up costs. The
computers, the office
equipment, office rental,
telephone system. And
you've got the brochure
cost, that's at least five
bucks apiece." Why are
brochures so expensive?
Because the bucketer
must buy them from the
promoter, who is' not in
business for the heck of it.

"And YOli've g()t the Fed
eral :EXpr~SS cO$~f()rsend
ing the l)rochtlre out and
the Federal Express cost for
bringifig itback in.

"Then there's the
leads. These guys pay $30
apiece [()nhem, and may
be only 1 if\. 10, 1 in 12
closes. So think about
how much advertising is
costing. Then you got le
gal fees, then you got secre
tarial. And a salesman
makes 10%, maybe 15%.
What salesman is going to
do a de,allikethis for less
than 10%?

"So, thererou~te sit
ting on at least 35% ofeach
dollar that comes in. And
that's ifyou've got a real
smooth operation."

Our reformed buck
eter is just getting wound

up',l;~e boiler room
ma#ager makes 5% on the
deal, as does the recruiter,
or consultant, who puts the
prortlbter and the room
owner together.

"Ifthe government
really sat down and took a
look at the numbers,
they'd see it's not so lopsid
ed," he says, starting to
feel sorry for himself. "If
I'm a Merrill Lynch, and I
already have my deal set up,
and the rent is already be
ing paid and my overhead is
covered, then maybe I
could~et away with charg
ing 8~~'1O%tommis
sions. nut ifyou have an
organization, that all it
does is represent one pro
gram, where the hell does
anybody think the money
comes from?" -P.M.•

waivers to operate in areas that over
lapped already licensed markets.
" 'But vou can't get a waiver,' I said.
'Yeah,' he says, 'but I'll file f()r one
anyway

Dalton brims with ideas. He seC!m
to have controlled something called
Micromedia Development Service ..1
company he set up with his bther,
Arthur, ,1S nominal boss, In 1991 and
early 1992 the Washington, D ( .
based firm prepared some 5,000 al'
plications f()r application mills like
Ateam and American Microtcl. for ih
services Micromedia Development
was paid $1,350 per application, 01

roughly 22% of the retail price. Mal
CllS Dalton concedes that ;1 large I1Ll
jority of those applications I\"CIT filed
with wai\"Cr requests.

Barbara Kreisman, chiefofthc \iid
co Services Division ofthe He, which
oversees wireless cable licensing, o;an
she can't remember a single \\.liI'C,]"
being granted, "It would be extraol
dinarv," she says, to find a situ,lliOJ1
where a w,\iver had been granted

Unf(>rtunately, most of the \'IClim,
never thought to ask about \\'ai\ers

In April 1992 the HC ended ih
lotteries f()r wireless cable Iicensc".
hut the scams continue un,lh,1tni
(:onsider this recent pitch fi'( lIll [')j

142

rainc (;oldt:ub, hoiler room s,t1csper
son f()r h,rt Lauderdah hasn] Star
Tech COll1munications

C;okH:1rh: "Did vou bl .\llV chance
o;ee any of the AI&T ads where the man
IS at the beach, and Ollt ofhis lxachbag
he takes a small notehook',I/C ,om
puter, attaches .1 ]'(, ph011C ,llld 1:1Xes
li'om the beach II) the mainfi';lllle ,om
putcr? That's \\'Il.lt tillS is ,III.lh'llt."

III short order (;( lId f~lrh la VO; i HI I the
pitch: hJr $21,000 J can he p,ln of a
p,1rll1ership that will hid III thc i( ( '0;

Ilext round of auctions lm pCTsonal
l,"l 11l111lunications selTlers ilccnsn,

"Our gamc theory ';[Llll'gists,"
C;oldt:1rb adds, "believe '.\C' ';[lOuld
.Icquire one to three II,(IIS(S per
$105 million] partlll:ro;h1[' '

Potenti,ll victim' ,. If, II 11111> h will
they be I\orth)"

(;oldE1rb: "1'1\e )l'ato; ',llll, ',"II're
looking to .1111<1SS $22S,OO() ,I 11,;11' fl)r
the rest or VOUI lit; allL. \'111 Jlil
drell's lives,"

And who's dOll1g the g.lllle thelllV
\\ork; "TeeI111oplcn," 0;1 Ie o;ays,
"which is i~lare\l,' Dalllll1'- "l(l1l'al1\',"

Page through he 1,.llllltTsllip
agreement, and l(lll'lllll'\i i'l!llpbill
.Ihout .1 Illlllua: hll1d ]o,d '11 l'cII
cst ,lte agcnt's (,o';'lgaJlI j l.tli I he
S [(I,SOO goes I' ',li,'s (' 1l'i111"jOIiS

and other marketing expenses; engi
neering studies ,111d other charges
chew up another $3,300,

That leaves you and \'OllJ' 01 her
part ners, who kicked in $1,050,000
to grab a piece of the inf(Jr111ation
superhighway, with just $200,000 f(JI"
bidding. That is not enough to regis
ter with the FC< as .] bidder j()r ,I
"target market" like Charlcs1On,
S.(' , Illuch less enough w bid on it
You ,Ire buying a tickn, but it \\ill
ncver get vou past the box olliee,

The auctions, origin,lllv scheduled
10 begin on Aug. 29, have been post·
pOlled indefinitely in the \\'ak(' of the
Supreme Court decisioll disallm\ing
aflirl11ative action quot,\S, As ,111 ill(,ii~

reel result ofthe delay, D~llton and Ihe
other auction scamlllers arc ,11lowed
tOl~ontinue to ply theiltradc. j)oing ,1
qUIck hack-of-thcel1\'elope calcula
tion, Pendleton \Vaugh eSlim,ltes that
the 1'( S auction de.1]s ~\re bril1ging ill
$12 million a 1ll0l1t h

!IOI\' seriousl\' is one to take the
word of a jailed, convicted klon like
Pendleton 'vVaugh; Says Mark Kilops,
Enti.rcelllenl Counsel fill' the Secllri
tics Division of the /\rilona (:orpora
lioll" (:olllmission: "l'enl1 \V,H1gh
kllows this business inside alld Illit.
Y'HI (.111 quote an\' l1umber fi'Olll him
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-New Age scamsters
--_.._--------_._--

their salespeople are subject to rigid
compliance rules in their sales tactics.
That compliance is generally about as
genuine as the shots at winning a
license.

"Twenty minutes beflJre the com
pliance call [to the customers] comes
in," explains a sales manager on a
couple of particularly slimy deals,
"the salesman calls and goes over the
questions and schmoozes the CllS

tomer. On the risk disclosure ques
tions, the really bad ones, like, 'Do
yOll realize you can lose all your mon
ey?, usually the salesman will say,
'That's a generic statement written by
the government. \'Ve already covered
that, right>' And you make 'ern say
that." Nod, Dod. Wink, wink.

"It works pretty well," says the
flJrlller sales manager. "I never had a
single person not make it through
compliance. "

Would that Marcus Dalton were
the on ly crook out there in cyberland.
He 1sn't. Another big player is Joe
Steingold, whose record in the sleazy
end of the wireless communications
business dates back to the first FCC

as being as credible as .lll\'tlllng ~l

regulator would tell VOl1-'

I--Iow does Dalton sta~' so l~lr ahead
of the law: Here's what one player
tells us: "If the tCderales , ome down
on a phone room for misrepresenting
the project, Marcus IS insulated even
though he's the one Iha1 tell< them
the hype."

Finally we confront m,lster s,'am
stet Marcus Dalton:

Are you clearing 10'Yr, )11 t'1(' I'(:S

,1LIction deals? we ask,
Dalton unleashes a long, Sl llllcwhat

(ill'ced laugh. "1 wish it were true."
Hasn't he netted $1 S millulI1 to

$20 million over the \car~:

"I couldn't tcllvoll hOIl much the
gross was, orthe net, but I ,al11cll you
that we've not bn'll ullhar'p' With the
resu Its."

Have your investors been equally
happy? Dalton launches i ntt) ,1 long
winded conspiracy 1heon rhe FCC

and Hughes Electronics i )\\'IH:I" of
satellite broadcaster DirecT\',
teamed up to SCllttle tl1e II, ireless
cable TV industn'

Dalton and his ilk ike ti' t" ).,st that

''Wireless cable could have
een another cellular," says
alton, launching into a

conspiracy theory in which the
CC and Hughes Electronics

eamed up to scuttle the
· dustry. ''But something

ent wrong along the way
o the promised land."

-----------~---- - - -~._-" ._. _..__._-_...__._.......----- - -'----

Necessity:

Must demonstrate that better design doesn't have to cost more.
•

Must provide unique, all-weather plm' area for children.
•

Must be easy and affordable to maintain.

Must use natural light throughout to animate all living areas.
•

Must take advantage ofan exceptional site, surrounded bv Puget Sound and woodlands.
•

Must be designed for minimal environmental impact.

Must increase in value at a rate f?reater than the market as a whole.

Must be absolutely unforgetTahle in design.

AlAeTHE AMERICAN INSTITUTE OF ARCHITECTS

We make your bottom line heaut(ful. For the AlA ilrchlfects in vour area, call 1-800-AIA-9930.



license application mill, American N,I
ional Cellular.

"I jsten, I'm retired Illr about eight
110mhs alreadv," Steingold b,lrks ill ,I

'hicago ~Iccent, talking Irom his of
ice in San Diego, Calif. ''l'm 6S VClrs
del. I was in the telemarketing husi
1CSS tell vmrs ((;ITO' Flaven't been
'Incl'. ,.

(:ome on, Joe. That's not ",h~ll the
(:alitllrnia Department of Corpora
tions I(mnd in April 1994 ",hell I:
raided an office in San Diego.lookin)!
Illr n'idence on so-called wireless ,.1
hie huilelout promoters. "'\Ve didn'l
know it was Steingold's oHice ,11 lIw
time, hut when we \\'('nt in, his desk
was there." saY.s Kathryn Holguin, .111

il1\cstigator with the Calit(JI'Jlia n...
partment of( :orporations. According
to the department, Steingold'.s dClls
look in .11 least $24 million li'(lll1

il1\estors in deals to build witek,,,
clhle s\'stems in Reading, Pa., Shrn '.
port .lI1d lbton Rouge, L1. Thn 1ll \

n S~1\\' a penm' b;lck,
These daYs, despite his demals.

.';tcingold is s~lid to have turned IllS
~ltIention to deals to build out spec';;!!

;!ed mobile radio systems His huck
sters tell their victims that Iheil com
pam already has ,I license ,1I1d needs
111One)' to develop II. ()f « Illrse., since
1110:< of the money raisni g' )CS to
,alespeople and other expense'. little
I.S lett liJl' "huildout.'

LIke Mid Tennessee 3rd tV\obile,
whieh earlier t hi, \'cat ",osed out
tlll1ding a $26 million ded . FI lRBl.S,

Feb. 13), ~lIHl RO.ll11el ( )ne\ ,,) l ,died
l1etwork ot'SlvtR w,teliS.

R( ).lmer ()ne is, )1I'llc,d 1,\ ,\ pu hlich'
IL1Ckd compallY \',llkd Inle[( DinTS!'
lied (:orp, hr;lil1ehild 1,1 Btlllshcr
Nicholas \VilsOll ,\ ,·['tcr.lll )1 ,dIu
1.11\ early davs., \\'ilsllIJ .\';1.s ;),lrred
li'olJl the ,ecuritws IIHlust!\ 1('1 .J vcar
ill the early 198(k, like P.11IO!1, Wil
son has learned 111 dISI~l!I',:, "III11,elf
li'om the :1Ctual prOlliotiollS

Hence, !Zoamlr One d ,eSIl t dirty
11 s 111 Ilds ill raisi Ill:!- 1111 lIle\' "1' the ::iOO
odd S~lR huild')ll! deals lI'oU!.ld the
c1llilltl'\ that will SUPi)(IS( <III I·" tied
logether in the ildwork

I Iere's II hal .:1 bOlkr t· '0111 I"itch
111,\11 ITeelHly told;\ 111l!ellli.ll '·uc·kcr:
"N1l'k WiLson I' the ,an'. kl!;\ that

started Cellular One ten years ago and
sold it to Craig McCaw."

That's a baldfaced lie. But it helps
to sell the $14,950 partnership units.
The alleged McCaw connection has
also helped to push Intek's Nasdaq~

traded shares fi'om 2% to a recent 9%
since January, At that price Intek has a
market capitalization of $99 mil
lion· 53 times the company's tr~liling

12 mollth revenues.
The rape and pillage goes on. In

December of 1994 Califcxnia's De
p~lrtment of Corporations brought
actions against 426 indiyiduals, boiler
rooills and promoters who were
pitching phony cyberspace deals
worth S850 million. But, says Calitlx
nia'.s .Issistant chief of enl()J'celllellt,
(;w mill) McDonald, who also
chairs t he board of the National
White (~ollar Crime Center, "The
states have brought hundreds of eases
inmhing these high~teeh deals, but
we're just stomping at the telltacles,
We need to go after the head of the
octopus. "

Which head isn't all that tar away,
j\1r ,",Ie Donald. _
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